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' Paper #973 1997-99 Budget June 4, 1997
[ L ]

To: Joint Commitiee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

SSI Administration and Benefits (DHFS -- Children and Family Services and
Supportive Living)

[LFB Summary: Page 303, #6]

CURRENT LAW

The supplemental security income (SSI) program, authorized under Title XVI of the
federal Social Security Act, provides cash benefits to low-income aged, blind and disabled
individuals who meet certain financial and nonfinancial eligibility criteria. The SSI program is
administered at the federal level by the Social Security Administration (SSA) which establishes
uniform eligibility standards, federal benefit levels and program policies.

Most states, including Wisconsin, choose to supplement federal SSI payments with state-
supported payments to SSI beneficiaries. In March, 1997, 106,783 Wisconsin residents received
an average state supplemental SSI benefit of $95.53 per month.

Maintenance of Effort. Under federal law, states are required to maintain their efforts to
provide supplemental SSI benefits in order to ensure that federal cost-of-living increases are
passed through to recipients. Federal law allows states to meet their maintenance of effort

(MOQE) requirement in one of two ways. States can either:

. Maintain benefit levels equivalent to March 1983 levels, or
. Maintain a total annual expenditure level equal to the annual expenditure level of

the prior twelve months.

Wisconsin meets its MOE requirement by maintaining a total annual expenditure level,
which in calendar year 1995 was $128,113,400 GPR. When the state does not meet its MOE in
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one calendar vyear, it is required to make up the difference in the following calendar year. In
calendar year 1996, DHFS provided an additional $4,173,400 GPR as retroactive benefits, since
the state did not meet its MOE level for calendar year 1995.

In order to meet total expenditures, DHFS must adjust benefit levels as the number of SSI
beneficiaries changes. If DHFS adjusts benefit levels to meet the MOE requirement, it is
required to submit a proposal to the Department of Administration (DOA) for approval. Upon
approval by DOA, the proposal would be submitted to the Committee for approval, modification
or disapproval. If within 14 days, the Committee has not scheduled a meeting on the proposal,
the proposal is deemed approved. Following action by the Committee, the Governor has ten days
to communicate approval or disapproval in writing. If no action is taken by the Govemnor, the
decision of the Commitiee is deemed approved.

Families Receiving SSI and AFDC. Federal law prohibits an individual from receiving
SSI benefits and aid to families with dependent children (AFDC) benefits concurrently.
However, federal law does not prohibit an individual from receiving SSI benefits if he or she
lives in a family in which other family members receive AFDC benefits. Approximately 5,500
Wisconsin families with 10,700 children received SSi benefits for at least one family member

and AFDC benefits for another family member.

Administrative Costs. Wisconsin contracts with EDS-Federal to administer state
supplemental SSI benefits and provide customer assistance to SSI beneficiaries. $1,167,800 GPR
is budgeted in 1996-97 for administrative costs of the state’s supplemental SSI program.

GOVERNOR

Reduce funding for state SSI benefits by $4,974,100 GPR annually, so that a total of
$128.113,400 GPR would be budgeted for state SSI supplemental payments. From this total,
provide a monthly benefit to SSI recipients with dependent children equivalent to $77 per month
per child. Provide $1,576,500 PR in 1997-98 and $2,109,300 PR in 1998-99 from the temporary
assistance for needy families (TANF) block grant to support a portion of the benefit for children
of SSI recipients. Additionally, provide $77,800 GPR in 1997-98 and $47,000 GFR in 1998-99
to enhance and maintain the state SSI payment system.

Specify that dependent children of SSI recipients are not eligible for Wisconsin Works
(W-2) employment positions or job access loans under the W-2 program. Further, provide that
no AFDC payments may be made for a child on whose behalf a payment is made as a dependent
child of SSI recipients, but that these children are eligible for medical assistance benefits.
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DISCUSSION POINTS
Funding to Meet the Maintenance of Effort Requirement

1. In 1996, changes in federal law: (a) eliminated eligibility for SSI benefits for
certain non-citizens and individuals considered disabled due to alcoholism or drug addiction; and
modified standards for determining disability in children. As a result, it is estimated that 8,820
individuals in Wisconsin will lose their eligibility for federal and state SSI benefits. SSI benefits
for individuals considered disabled due 1o addiction to alcohol] or drugs were terminated January
1, 1997. Non-citizens are anticipated to begin losing benefits in October, 1997. Children
receiving SSI will be reviewed to determine if they would be considered disabled under the new
standards and some children are expected to begin losing benefits in December, 1997.

2. SB 77 would provide $121,450,900 GPR in 1997-98 and $120,335,900 GFPR in
1998-99 to maintain current benefit levels for individuals that remain eligible for SSI. In
addition, a total of $6,662,500 GPR in 1997-98 and $7,777,500 GPR in 1998-99 is budgeted to
support a portion of the $77 per month benefit for the support of dependent children of SSI
recipients. This funding would be sufficient to meet the state’s MOE requirement based on

calendar year 1995 expenditures.

3. After SB 77 was introduced, the state was notified by SSA that s MOE
requiremnent based on calendar year 1996 expenditures increased. SSA indicated that, based on
calendar year 1996 expenditures, the state’s MOE level should be increased to $128,779,600.
Following negotiations with SSA, the agencies agreed that the new MOE level should be
$128,281,500. As a resuit, $168,200 GPR annually above the amount provided in SB 77 is
required to ensure that the state is able to meet its MOE requirement.

4. At this time, it appears likely that Congress will restore some benefits to some
legal immigrants based on federal budget negotiations. However, the manner in which benefits
will be restored is unciear. The most recent information suggests that certain legal immigrants
will be grand-fathered for SSI eligibility. Other information suggests that staies may receive a
block grant to provide benefits to certain legal immigrants. In addition, it is unclear whether
benefits will be provided for all legal immigrants affected by current federal law, or just a portion
of legal immigrants that would otherwise lose their eligibility.

5. A total of 8,820 individuals in Wisconsin are expected to lose SSI eligibility in
1998-99 as a result of these federal changes, including 4,369 non-citizens, 1,814 children and
2 636 individuals considered disabled due to alcoholism or drug addiction. If benefit levels are
not adjusted to reflect reestimates of the individuals affected by the changes in eligibility, a total
of $121,613,200 GPR in 1997-98 and $118,853,500 GPR would be required to maintain benefits
to individuals not affected by the federal eligibility changes. These funds would provide an
additional $5,800 GPR in 1997-98 and $1,650,500 GPR in 1998-99 to support the $77 child’s
benefit. Therefore, a corresponding amount of TANF funds can be reduced.
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6. If future changes in federal law restore SSI benefits for legal immigrants, the state
would not necessarily be required to increase funding for the state’s supplement to the SSI
program. Rather, since federal law only requires that the state maintain an annual expenditure
level equal to the prior year’s expenditures regardless of the number of beneficiaries, the state
could adjust benefit levels downward to accommodate any federal changes in SSI eligibility. As
provided under current law, DHFS would be required to receive approval from DOA, the
Committee and the Governor to adjust benefit levels based on federal changes in SSI eligibility.

Benefit for Children of SSI Recipients

7. Under current AFDC provisions, children whose parents receive SSI benefits may
be eligible to receive AFDC benefits. With the implementation of the W-2 program, children
will no longer be eligible for AFDC benefits, nor will their parents be eligible for W-2 if the
parents receive SSI benefits. Enrolled 1995 Assembly Bill 591 (enacted as 1995 Wisconsin Act
289, which established the W-2 program) contained a provision to establish an additional $77
monthly payment per child for certain SSI recipients with dependent children. The Governor
vetoed this provision and, in his veto message, directed DHFS to pursue separate legislation to
replace AFDC benefits for children of SSI recipients. The $77 per child benefit provided under
SB 77 is mtended to be this replacement. Under the Governor’s recommendation, dependent
children whose parents receive the $77 payment would not be eligible for participation in the W-

2 employment program.

8. Under SB 77, the total cost of providing the $77 benefit effective September 1,
1997, is $8,239,000 (all funds) in 1997-98 and $9,886,800 (all funds) in 1998-99. SB 77 would
provide $1,576,500 PR in 1997-98 and $2,109,300 PR in 1998-99 from the TANF block grant
for some of the costs of the benefit. The remainder of the cost would be supported with
$6,662,500 GPR in 1997-98 and $7,777,500 GPR in 1998-99 under the SSI program. The
administration intends that this funding would be used to meet the state’s SSI MOE requirement.

9. A reestimate of the number of individuals affected by federal eligibility changes
and the increased MOE requirement based on 1996 SSI expenditures indicates an additional
$5,800 GPR in 1997-98 and $1,650,500 GPR in 1998-99 would be available to fund the $77
benefit. As a result, TANF funding could be reduced by a corresponding amount to reflect the
additional GPR funds available to support the $77 payment. This would increase the amount of
TANF funds available to spend on the implementation of the W-2 program.

10.  Concerns have been raised as to whether the manner in which the proposed $77
benefit would be funded, using a combination of GPR and TANF funds, conforms with federal

TANF and SSI requirements.

The administration indicates that the payment to the SSI parent will be based on the needs
of the parent, as required for the SSI program, in that the parent is obligated to support their
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dependent children and that, as required under TANF, the payment would benefit the child.
Further, DHFS argues that TANF work requirements and life-time limits on benefits do not
apply, since these parents are not work-eligible adults.

11. However, the use of two separate fund sources, GPR and TANF block grant funds,
appears to be inconsistent with federal law and interpretations provided by federal officials.
Under SB 77, any GPR used for this payment is intended to assist the state in meeting its SSI
MOE requirement. As such, the $77 benefit must be provided to the parent. However, according
to the U.S. Department of Health and Human Services, Administration for Children and Families
(ACF), any TANF funds used for this benefit must be provided as a child-only payment. If the
benefit was provided to the parent, the parent could be subject to work requirements and time
limits required under federal law. However, this interpretation appears to contradict the federal
provision that defines a disability for SSI purposes, as a condition that prevents indtvidual from
gainful employment. Therefore, ACF has indicated that funding the benefit with both GPR funds
for SSI purposes and TANF funds would be inconsistent with the purposes of both programs.

12. In recognition of concerns over the use of this benefit to support the needs of the
children and to meet SSI MOE requirements, DHFS has requested a change to SB 77 to clarify
the intent of the benefit. Specifically, DHFS has asked that the bill specify that the benefit is for
the "support of children” of SSI recipients. However, if SSA does not agree that this benefit,
even with the statutory modification requested by DHFS, would meet the federal definition of
an SSI payment, these benefits would not be considered by the SSA when determining whether

the state met its MOE requirement.

13.  To address the apparent contradiction between using GPR and TANF funds to
support the SSI benefit, the Committee could either: (a) use all TANF funds; or (b) all GPR
funds to support this benefit. If TANF funds are used, the benefit would be characterized as a
child-only benefit and the work requirements and time limits would not apply to recipients. If
all GPR funds are used, the benefit would be provided to the parent.

14,  For example, the Committee could provide $6,662,500 PR in 1997-98 and
$7.777.500 PR in 1998-99 from the TANF block grant to fully fund the $77 per child benefit.
Because the benefit would be a "child-only” benefit, the parents would not be subject to work
requirements and five-year life-time limits on benefits under TANF.

As noted, under this option, an additional $14.6 million in the biennium would be
provided from TANF block grant funds, compared to the amount budgeted in SB 77. These
funds are primarily budgeted for expenditures related to the W-2 program. Because the federal
TANF block grant is a sum certain amount, any expenditures in excess of this amount must be
provided with GPR. Therefore, if the Committee chooses to fund the SSI dependent child benefit
with TANF funds, W-2 expenditures budgeted in SB 77 would either need to be reduced, or
supported instead with GPR. Expenditures of the TANF block grant for the W-2 program are

discussed in other papers.

DHFS -- Children and Family Services and Supportive Living (Paper #973) Page 5



15, Alternatively, the Committee could choose to fund the entire $77 benefit with GPR
funds. However, this would increase the state’s MOE requirement under SSI to $129,852,200
GPR annually. In addition, the state would lose the ability to increase SSI benefits for all $SI
recipients, or to absorb the impact of reinstatement of benefits for certain non-citizens in the
event Congress modifies eligibility for non-citizens. However, this alternative would make
available an additional $1.6 million in 1997-98 and $2.1 million in 1998-99 of TANF funds

available for other purposes.

Amount of SSI Dependent Child Benefit

16.  The administration indicates that the $77 per month benefit is intended to represent
the incremental cost of a child in a family. The $77 amount was determined by calculating the
difference between the maximum AFDC payment for a family size of two ($440) and a family
size of three ($517). Since the SSI payment received by the parent is intended to accommodate
the basic needs of the family, such as housing and food, it is argued that the $77 is sufficient to
meet the basic costs required for each dependent child.

17. Others would argue that the $77 per month benefit does not represent the
incremental costs of serving the basic needs of a child, particularly if the child resides in a family
where a parent is either blind or disabled.

An alternative measure of the incremental costs of providing for the basic needs of a child
is the current kinship care payment of $215 per month. Under SB 77, counties would make this
monthly payment for each child in the care of a relative.

18.  The Commuittee could increase the benefit for children of SSI recipients to $215
per month by providing $21,428,500 PR in 1997-98 and $25,496,700 PR in 1998-99 of TANF
funds transferred from DWD. It should be specified that this benefit is provided to the child
under requirements of the TANF program. The TANF funding that would be provided for this
benefit would total $23,005,000 PR in 1997-98 and $27.606,000. Using TANF funds for this
purpose however, would significantly reduce the amount of TANF funds available for other
purposes, primarily the implementation of the W-2 program.

19.  Alemnatively, the Committee could provide $16,484,900 GPR in 1997-98 and
$18,326,200 GPR in 1998-99 to fund a supplement to the SSI program equivalent to $215 per
month for each dependent child of an SSI recipient. This would increase the state’s MOE
requirement to $144.,618.200 in 1997-98 and $146,459,500 in 1998-99.

ALTERNATIVES TO BILL

]

[

} % Governor’s Recommendation with MOE Reestimate. Modify the Governor’s
recommendations to provide $168,200 GPR annually in order for the state to comply with the
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SSI maintenance of effort requirement and reduce TANF funding by $5,800 PR in 1997-98 and
$1,650,500 PR in 1998-99 to reflect reestimates of the TANF funding required to implement a
$77 benefit for dependent children of SSI recipients and specify that the $77 benefit would be
provided to the SSI parent for the support of the child.

Alternative 1 GPR PR TOTAL
1597-99 FUNDING (Change to Bill) $336,400 - $1,656,300 - $1,318,900

2. Fund $77 Children’s Benefit with 100% TANF Funding. Modify the Governor’s
recommendations to provide $168.200 GPR annually in order for the state to comply with the
SSI maintenance of effort requirement and provide $6,662,500 PR in 1997-98 and $7,777.500
PR in 1998-99 to be transferred from DWD from the TANF block grant and specify that this
benefit would be a benefit for each dependent child of an SSI recipient. Under this alternative,
benefits for SSI recipients would be increased across-the-board in order for the state to meet its

MOE requirement.

Alternative 2 GPR PR TOTAL
1997-89 FUNDING {Change to Bill) $336,400  $14,440,000 $14,778,400

3. Fund $77 Children’s Benefit with 100% GPR. Modify the Govemnor’s
recommendations to delete TANF funding for the benefit for dependent children of SSI recipients
(-$1,576,500 PR in 1997-98 and -$2,109,300 PR in 1998-99), and instead provide $1,738,900
GPR in 1997-98 and $1,738,900 GPR in 1998-99 to fund the $77 per month benefit for
dependent children of SSI recipients with GPR funding. Specify that this benefit is a benefit for
an SSI recipient for the care and maintenance of their dependent children.

It is estimated that this alternative will increase the state’s SSI MOE requirements to
$129,852,200 in 1997-98 and 1998-99.

Alternative 3 GPH T PR TOTAL
1897-99 FUNDING (Change to Bil}) $3,477,800 - $3,685,800 - $208,000

4. Fund $215 Children’s Benefit with 100% TANF Funding. Modify the Governor’s
recommendations by providing an additional $168,200 GPR annually in order for the state to
comply with the SSI maintenance of effort requirement and provide $21,428.500 PR in 1997-98
and $25.496,700 PR in 1998-99 to be transferred from DWD from the TANF block grant.
Increase the statutory provision for the benefit to children of SSI recipients to $215 per month
and specify that the benefit is for each child that is a dependent of an SSI recipient. Under this
alternative, benefits for SSI recipients would be increased across-the-board in order for the state

to meet its MOE requirement.
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Ahternative 4 GPR PR TOTAL

1997-99 FUNDING {Change to Bili} $336.400  $46,925,200 $47,261,600

5. Fund $215 Children’s Benefit with 100% GPR and the SS51 MOE Level. Modify
the Governor’s recommendations by deleting TANF funding for benefits for dependent children
of SSI recipients (-$1,576,500 PR in 1997-98 and -$2,109,300 PR in 1998-99), and provide
$16,504,900 GFPR in 1997-98 and $18,346,200 GPR in 1998-99 for the benefit for children of
SSI recipients. Specify that the benefit is $215 per month and provided for an SSI recipient for
the care and maintenance of their dependent children.

It is estimated that this alternative would increase the state’s MOE requirement to
$144,618,200 in 1997-98 and $146,459,500 in 1998-99.

Alternative § GPR PR TOTAL
1997-99 FUNDING (Change to Bill) $34,851,100 - $3,685,800 $31,165,300

Prepared by: Rachel Cissne
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Representative Coggs

HEALTH AND FAMILY SERVICES/WORKFORCE DEVELOPMENT

Payment for Children of SSI Parents

Motion:

Move to provide $168,200 GPR and $19,537,700 PR in 1997-98 and $168,200 GPR and
$23,227,800 PR in 1998-99 to: (a) enable the state to comply with SSI maintenance of effort
requirements; and (b) to provide benefits to children of SSI parents equal to the current AFDC
maximum payment by family size, rather than to support a payment of $77 per month per child.
Specify that only children would be included in the determination of the benefit amount.

Note:

This motion would establish a benefit for children of SSI parents equivalent to the current
AFDC maximum payment by family size, and provide GPR funding to enable the state to comply
with its SSI maintenance of effort requirements. In addition, this motion would specify that only
children would be included in the determination of the benefit amount. The benefits would be
established in statute based on the current maximum payment available under AFDC. For
example, a family with one child would receive $249 per month; a family with three children
would receive $517 per month. These benefits would be paid from TANF funds transferred from

DWD.
P T
Mo#_ L WD >

[Change to Bill: $42,765,600 PR and $336,400 GPR]
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Paper #974 1997-99 Budget June 4, 1997
M

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Copayments and Income Eligibility Limit for W-2 Child Care (Workforce
Development ~- Economic Support and Child Care)

[LFB Summary: Page 689, #9]

CURRENT LAW

Currently, child care subsidies to families for work and some educational activities are
provided under a number of programs, including consolidated AFDC and JOBS child care,
transitional child care and low-income and at-risk child care. As a result of 1995 Act 289, these
programs will be consolidated into a single child care program under W-2, beginning in 1997-98.
Except for a grandfather provision affecting families who were receiving child care prior to
August 1, 1996, eligibility for child care is limited to families with income equal to or less than
165% of the federal poverty level (FPL). When the current child care programs are consolidated
under W-2, the grandfather provision will not apply, and all families will be required to have
income at or below 165% of the FPL. The grandfather provision allows eligibility under low-
income and at-risk child care up to 75% of the state’s median income (approximately 217% of

the FPL).

Copayments are currently required of participants of the low-income and at-risk child care
programs and transitional child care program. The AFDC-related child care programs, such as
JOBS, do not require copayments of the recipients. When the child care programs are
consolidated under W-2 in the beginning of 1997-98, every recipient will be required to make
a copayment. The current copayment schedule is a result of a Governor’s Child Care Work
Group recommendation issued on December 12, 1996 and implemented on January 10, 1997.
The implementation of the new copayment schedule allowed counties a transitional period for
current recipients (receiving child care prior to January 10, 1997) that would extend to the next
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eligibility redetermination or date determined by the local agency, but no later than July 1, 1997.
This new copayment schedule is listed in Attachment 1.

A brief description of the major aspects of the current copayment schedule is as follows:

Type of Copayment. The copayment is a flat fee based on family income as a percentage
of the federal poverty level and the number of children in care (up to five children in care).

Limit on Size of Copayment. The copayment schedule was structured so that the
copayment would not exceed 16% of the family’s gross income. In many situations the
requirement is less than 16% of income; this limit of 16% is reached when the family uses
licensed care, has a single child in care, and has a higher income.

Discount for Use of Certified Care. The required copayment for certified child care is
30% less than the required copayment for licensed child care. Although the required copayments
for licensed and certified child care differ, there is no difference in the required copayment for
the two types of licensed care nor for the two types of certified care.

For families with income up to 165% of the FPL, the required copayment ranges from
a minimum of $3 per week (average of $13 per month) to a maximum of $95 per week (average
of $412 per month). Including families up to 200% or 217% of the FPL, the maximum
copayments would increase, respectively, to $113 per week (average of $490 per month) or $123
per week (average of $533 per month).

Current statutory provisions authorize the Department of Health and Family Services
(DHFS) to establish the required copayment amounts. Statutory law does not contain any
specific standards in regards to the copayments, and does not limit DHFS in any specific ways
in regards to the structure of the copayments.

GOVERNOR

Modify the W-2 child care program to allow families that were receiving child care
subsidies under the Jow-income child care, transitional child care or W-2 child care programs on
or after May 10, 1996, to remain eligible for child care subsidies as long as the family’s income
remains at or below 200% of the federal poverty level. Specify that if the family’s income
increases above 200% of the poverty level, that family would not be eligible under this special
provision even if income later falls below 200% of the poverty level. Once a family’s income
exceeds 200% of the federal poverty level, that family could not regain eligibility for child care
subsidies until income falls below 165% of the poverty level, which is the income standard for

new applicants under these programs.

SB 77 does not recommend any changes to current copayment schedule.
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DISCUSSION POINTS

1. Under prior state law, the Department of Workforce Development (DWD) was
authorized to establish a child care copayment schedule based on ability to pay. The prior law
schedule for child care copayments did not impose a copayment until the family’s income
approached 100% of the federal poverty Jevel. The copayment then was increased incrementally
until family income reached 50% of state median income, at which point, the copayment
increased at a faster rate until 75% of state median income. Families with income above 75%
of the state median income were not eligible for any child care subsidy.

Although the copayment schedule differed slightly by size of family, the relationship
between the required copayment and income as a percentage of the federal poverty level was
approximately as follows: $0 at 50% of the FPL; $0 at 75% of the FPL; $27 per month at 100%
of the FPL; $40 per month at 125% of the FPL; $75 per month at 150% of the FPL; $180 per
month (existing recipients) or full cost of care (new applicants) at 175% of the FPL; $292 per
month (existing recipients) or full cost (new applicants) at 200% of the FPL: and full cost of care
at 225% of the FPL. The prior law copayment depended only on the family’s income and was
not affected by the cost of care, type of care or number of children in the family receiving child

care.

2. As passed by the Legislature, the W-2 legislation (1995 Assembly Bill 591)
included a specific child care copayment schedule. Under this provision, the child care
copayment would be a specific percentage of the cost of child care, based on the family’s income
as a percentage of poverty, according to the following schedule:

. 7.5% of child care costs for families with income up to 75% of the FPL;

. 10% of child care costs for families with income over 75%, but under 95% of the
FPL;

. For each 1% of the FPL above 95%, the copayment percentage would increase by
1.2857%:;

. At 165% of the FPL, the copayment would be 100%.

Unlike the prior law copayment schedule, the Act 289 schedule would depend on the type
of care chosen and the number of children from the family receiving care, as well as income.
Thus, the required copayment for a family at 125% of the FPL could vary greatly.

The child care schedule in AB 591 was vetoed by the Governor when he signed the bill
as Act 289. Therefore, Act 289 did not contain a statutory copayment schedule; however, the
budgetary estimates under Act 289 were based on the copayment schedule described above and
the Governor’s veto message indicated that DWD would implement this schedule. In the summer
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of 1996, DWD issued emergency rules to implement the Act 289 copayment schedule on August
1, 1996, but the Governor suspended implementation of this schedule and it was never

implemented.

3. Attachment 2 provides two tables that illustrate the different copayments that
would be required under prior law, the W-2 copayment schedule that was anticipated under Act
289 and suspended in August, 1996, and the copayments implemented in January, 1997. For
families with income between 165% and 200% of poverty, Attachment 2 indicates the copayment
for existing recipients; for new applicants the copayments would be higher and equal to the cost
of care. However, the Governor’s proposed modification to the W-2 child care program would,
once a family began receiving child care assistance, allow a family to continue to receive a
subsidy until income reaches 200% of the federal poverty level.

4. Although the current law copayments are much lower than those originally
anticipated under Act 289, the new copayments are still significantly higher than used prior to
Act 289. Although the copayments are limited to 16% or less of gross income, for a family near
the poverty level even such copayments may be a burden.

5. In the fall of 1996, as a result of additional funds due to the TANF block grant
and federal child care block grant, direct child care funding for 1996-97 was increased by $36.8
million to eliminate child care waiting lists under low-income child care and to meet increased
demand for child care resulting under the AFDC-related child care programs as a result of the
transition to W-2. Because of this increase, county expenses for child care became fully

reimbursable as of January 1, 1997.

6. In the current fiscal year, 1996-97, there is $89,640,700 appropriated for the
AFDC-related and low-income and at-risk child care programs. However, it is not expected that
all of these funds will be expended. As of April 30, 1997, counties had reported $61.4 million
of child care expenditures on the CARS system as a cumulative total for the current state fiscal
year. Expenditures reported for the months of February, March, and April are, respectively, $6.8
million, $4.5 million and $0.6 million. Although this pattern of expenditures is erratic and
indicates that the CARS system does not give an exact representation of expenditures as of each
time period, the figures do suggest that the appropriated $89.6 million will not be fully expended
in 1996-97. Part of the variability may be due to the fact that counties were allowed advanced
payments for child care spending. Unexpended federal funds of approximately $12 million, that
would be carried over into 1997-98, can be expected.

7. In SB 77, $158.5 million in 1997-98 and $180.2 million in 1998-99 were provided
for direct child care services under the W-2 child care program. These funding levels represent-
the projected costs of W-2 child care that were anticipated when Act 289 was passed in the
spring of 1996. Although the assumptions used at that time for the estimated cost of W-2 child
care differ from how events have turned out, recent experience to-date with the expansion of
child care services is consistent with those budgeted amounts. Since there is uncertainty in
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regards to estimating costs for the W-2 child care program, it may be prudent to maintain the
current budgeted amounts for 1997-99.

8. The estimated carryover of $12 million from 1996-97 could be used for a reserve
in case actual child care costs are higher than projected, for a modest expansion of child care or
other expenditures related to the W-2 program.

9. Arguments for maintaining the current level of copayments are:

a. A higher copayment will provide a stronger incentive for families that have
feasible alternatives to paid child care, such as a grandparent or older sibling, to utilize those
alternatives and relieve the state of the burden of paid child care. If it is believed that the
copayments are 100 much of a burden given the resources of these families, there is the
alternative of expanding the income of low-income families by providing higher grants under the
W-2 employment positions or some other mechanism. This alternative could reduce the burden
of the current copayments while avoiding increased costs for child care due to increased demand

resulting from lower copayments.

b. Part of the rationale of the current copayment schedule is to impose a part of the
same burden that faces families who do not qualify for subsidized child care. Working class
families face the high costs of child care and are burdened by child care costs and also face
higher costs with additional children in child care and with use of more expensive types of child

care.

10. One proposal that has been introduced into legislation is to limit the amount of the
copayment to 10% of income. The impact of this change can be seen in Attachment 3 which
lists the current copayment as a percentage of gross income. Assuming that current copayments
below 10% would not be changed, the effect of a 10% limit would be to provide the largest
decrease for families with incomes that are above 140% of the FPL while families with the
Jowest levels of income would either not be affected or receive less of a decrease. Also, with
a 10% limit applied to the current copayment schedule, the rate of increase in copayments per
additional dollar of income for families below approximately 100% of poverty would be higher
than for families with incomes above 100% of poverty. The estimated annual cost of this change
is $4.0 million in 1997-98 and $5.1 million in 1998-99.

11.  An alternative option for lowering copayments would be to move the copayment
rates for licensed child care closer to those of certified care. The copayments for certified care
do not exceed 11.6% of income while the licensed child care copayments are 30% higher and
reach 16% of income. If the licensed child care copayments were set at 110% of the certified
child care rates, the higher licensed care copayments would be reduced for all groups while
maintaining the current structure of the copayments, except for reducing the differential between
licensed care and certified care. A lower differential may increase the demand for licensed child
care which may further increase state costs but also increase the quality of child care for these
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groups. Such a change would cost approximately $4.2 million in 1997-98 and $5.3 million in
1998-99.

ALTERNATIVES TO BASE
j""\k{gfi—?/
1.V Approve the Governor’s recommendation to modify the W-2 child care program

to allow_families that were receiving child care subsidies, under the low-income child care,
transitional child care or W-2 child care programs on or after May 10, 1996, to remain eligible
for child care subsidies as long as the family’s income remains at or below 200% of the federal
poverty level. Specify that if the family’s income increases above 200% of the poverty level,
that family would not be eligible under this special provision even if income later falls below
200% of the poverty level.
Hx s

In addition to Alternative 1, provide $4,000,000 in 1997-98 and $5,100,000 in

1998- 99 to limit copayments to 10% of income.

Afternative 2 ALL FUNDS
1997-89 FUNDING (Change to Bill) $9,100,000

A~

:\.} In addition to Alternative 1, provide $4,200,000 in 1997-98 and $5,300,000 in
1998- 991} reduce the copayment rates for licensed child care to 110% of the current copayment
rates for certified child care.

Alternative 3 ALL FUNDS
1997-99 FUNDING (Change to Bill) $9,800,000

4. In addition to Alternative 1, provide $2,100,000 in 1997-98 and $2,650,000 in
1998-99 to reduce the copayment rates for licensed child care to 120% of the current copayment
rates for certified child care.

Alternative 4 FED
1997-99 FUNDING (Change to Bil) $4,800,000
AL AT { BURKE A N A
MO# Al DECKER EAI
GEORGE AN A
Prepared by: Richard Megna ¢ JENSEN A, N A JAUCH A, N A
OURADA o7 N A WINEKE AN A
HARSDORF  _¥ N A  SHIBILSKI XN A
ALBERS X" N A COWLES N A
GARD X N A PANZER ¥ N A
KAUFERT X N A ;
LINTON ¥ N A T
COGGS X N A AYE_I[J NOL ./ ABS
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Representative Harsdorf

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Child Care for Education and Training

Motion:

Move to expand, beginning October I, 1997, the types of activities for which a child care
subsidy under W-2 can be obtained by: (a) increasing the time limit for pursuing specified
educational and training activities to two years, rather than one year; and (b) including in the list
of educational and training programs eligible for child care under this time limit a course of study
at a technical college if the Wisconsin Works agency determines that the course would facilitate
the individual’s efforts to obtain or maintain employment.

Note:

Under current law, the types of activities for which a child care subsidy could be provided
include any of the following:

1.  Meet Learnfare school attendance requirements.

2. Work in an unsubsidized job, including training provided by an employer during the
regular hours of employment.

3. Work in a W-2 employment position, including allowable educational or training
activities under W-2; or

4.  Participate in other employment skills training, including a GED, other vocational
training or educational courses that provide an employment skill, as defined by DWD by rule,
if the individual: (2) has been employed in unsubsidized employment for nine consecutive months
and continues to be so employed; or (b) is a participant in a Wisconsin Works employment
position. Individuals would be limited to one year for child care for other employment skills

training.

This motion would increase the time limit for pursuing other employment skills training,
as defined in (4) above, and would add to the list of eligible activities a course of study at a
technical college if the Wisconsin Works agency determines that the course would facilitate the
individual’s efforts to obtain or maintain employment. If it is assumed that 3% of the recipients
receiving child care utilize this additional option, the cost would be $660,000 in 1997-98 and

$840,000 in 1998-99.

[Change to Base: $1,500,000 All Funds]
[Change to Bill: $1,500,000 All Funds]
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Senator George

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE
Child Care for Education and Training
Motion:
Move to expand, beginning October I, 1997, the types of activities for which a child care
subsidy under W-2 can be obtained to include all education and training programs that are likely

to lead to paid employment, as determined by the Department of Health and Family Services, by
rule.

Note:

Under current law, the types of activities for which a child care subsidy could be provided
include any of the following:

1. Meet Learnfare school attendance requirements.

2. Work in an unsubsidized job, including training provided by an employer during the
regular hours of employment.

3. Work in a2 W-2 employment position, including allowable educational or training
activities under W-2; or

4.  Participate in other employment skills training, including a GED, other vocational
training or educational courses that provide an employment skill, as defined by DWD by rule,
if the individual: (a) has been employed in unsubsidized employment for nine consecutive months
and continues to be so employed; or (b) is a participant in a Wisconsin Works employment
position. Individuals in unsubsidized employment would be limited to one year for child care
for other employment skills training.

This motion would allow all education and training programs that are likely to lead to paid
employment as an activity for which a child care subsidy could be obtained under Wisconsin
Works. As is required for any child care subsidy for work or other eligible activity, the
individual would still have to meet the financial and other requirements of the W-2 program in
other to receive a child care subsidy for attending education and training programs that are likely
to lead to paid employment. If it is assumed that 5% of the recipients receiving child care utilize
this additional option, the cost would be $1,100,000 in 1997-98 and $1,400,000 in 1998-99.
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Senator George

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Certified Provisional Child Care Providers

Motion:

Move to eliminate certified provisional or Level IT family child care providers as a type
of provider eligible for W-2 child care funds, beginning October 1, 1997.

Note:

1995 Wisconsin Act 289 modified the regulation and certification of child care providers
to: (a) create a classification of certified providers, termed provisional, subject to lesser
regulation than prior law certified providers; (b) define prior law certified family day care
providers as "Level I" and newly-created certified provisional providers as "Level II"; (c) limit
the maximum reimbursement rate for a L.evel I provider to 75% of the maximum rate for licensed
family care, and for a Level I provider to 50% of the maximum rate for licensed family care;
(d) specify that a provider who is a relative of all of the children for whom day care is provided
would not be eligible to be certified as a Level I provider; and (e) in establishing requirements
for certification for Level 11, or certified provisional, providers, prohibit the Department of Health
and Family Services from including a requirement for provider training.

This motion would delete the certified Level II or provisional family child care providers
as a type of provider that would be eligible for public funds for child care. The elimination of
this type of child care, which would be reimbursed at 50% of the maximum rate for licensed
family day care, is estimated to increase W-2 child care costs by $2.0 million in 1997-98 and
$2.4 million in 1998-9G.

{Change to Base: $4,400,000 All Funds]
[Change to Bill: $4,400,000 All Funds]
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Representative Coggs

WORKFORCE DEVELOPMENT -- CHILD CARE

Certified Provisional Child Care Providers

Motion:

Move to require certified provisional or Level II family child care providers to receive the
same minimum numbers of hours of training as is established for Level 1 certified family day

care providers, beginning October 1, 1997.

Note:

1995 Wisconsin Act 289 modified the regulation and certification of child care providers
to: (a) create a classification of certified providers, termed provisional, subject to lesser
regulation than prior law certified providers; (b) define prior law certified family day care
providers as "Level I" and newly-created certified provisional providers as "Level II"; (¢) limit
the maximum reimbursement rate for a Level I provider to 75% of the maximum rate for licensed
family care, and for a Level II provider to 50% of the maximum rate for licensed family care;
(d) specify that a provider who is a relative of all of the children for whom day care is provided
would not be eligible to be certified as a Level I provider; and (¢) in establishing requirements
for certification for Level 11, or certified provisional, providers, prohibit the Department of Health
and Family Services from including a requirement for provider training.

This motion would impose the same training requirement on certified Level II or
provisional family child care providers as is established under rule for Level I certified family
day care providers. Currently, the minimum requirement is 15 hours of training. The addition
of this training requirement to Level II providers may cause more Level II providers to become
Level I providers resulting in an increase for W-2 child care costs. If all Level Il providers
become Level I, W-2 child costs would increase $2.4 million annually. However, Level 11
providers who only cared for relatives could not become a Level I provider. This change is
estimated to increase W-2 child care costs by $1.3 million in 1997-98 and $1.6 million in 1998-

99.
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Representative Coggs

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Training and Technical Assistance for Special Needs Child Care

Motion;

Move to authorize the Department of Workforce Development to contract for: (a) training
of child care providers in the provision of care to children with special needs; and (b)
development of a network of child care providers who are qualified to provide care for children
with special needs.

Note:

Under current law, DWD may contract with agencies for the provision of training and
technical assistance to improve the quality of child care in this state. Currently, the statutes
specify seven specific activities for which training and technical assistance can be provided. In
addition, statutes include a provision that DWD may contract for any other service to improve
the availability and quality of child care in this state.

This motion would add an additional specific activity that DWD would be authorized to
contract for in training and technical assistance contracts. This motion would specifically
authorize DWD to contract for: (a) training of child care providers in the provision of care to
children with special needs; and (b) development of a network of child care providers who are
qualified to provide care for children with special needs. The provisions of this motion are
contained in Senate Bill 163.
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Representative Coggs

WORKFORCE DEVELOPMENT

Child Care for Children with Disabilities and Chronic Health Conditions

Motion:

Move to provide $4,000,000 all funds in 1997-98 and $5,000,000 all funds in 1998-99 to
expand eligibility for W-2 child care services to include children 13 to 21 years old if the child
has a disability or chronic health condition that requires the supervision of an adult. Specify that
the subsidy amount would be the same amount as provided to other types of children, and that
the family would be subject to all the other non-financial and financial requirements for

participation in the W-2 child care program. Specify that this change would be effective on
October 1, 1997,

Note:

The W-2 child care program currently restricts child care services to children under the age
of 13. This motion would expand W-2 child care to children over 12 years old but less than 21
if the child has a disability or chronic health condition that requires the supervision of an adult.
The estimated cost of this expansion is $4.0 million in 1997-98 and $5.0 million in 1998-99.

[Change to Bill: $9,000,000 All Funds]
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Senator Jauch
WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Maximurm Number of Unrelated Children for Certified Child Care Providers

Motion:

Move to direct the Department of Health and Family Services to modify the administrative
rule for the maximum number of children cared for by Level I certified day care providers to
allow these providers to care for a total of six unrelated children under the age of seven. Specify
that Level I certified child care providers would still be subject to the current maximum limit of
six children in care, exclusive of the provider’s natural, adopted or foster children 7 years of age

or older.

In addition, move to modify the current statutory threshold for requiring a child care
provider to be licensed by the state as a day care center to specify that state licensing would be
required if the person was caring for 4 or more children under the age of 7, except that Level
I certified child care providers would be allowed to care for up to six unrelated children under

the age of seven.

Note:

Under current administrative rules, certified child care providers are allowed to care for up
to a maximum of six children, exclusive of the provider’s natural, adopted or foster children 7
years of age or older. In addition, certified providers are prohibited under rule and statutory
provisions from caring for more than three unrelated children under the age of seven. Further,
certified providers cannot have more than four children under the age of two present in the home,
and if there are three or four children under the age of two, the maximum number of children
that can be cared for would be reduced to 5 and 4, respectively. Current statutory law specifies
that no person may for compensation provide care and supervision for 4 or more children under
the age of 7 unless that person obtains a license to operate a day center from the Department of

Health and Family Services.

This motion would direct DHFS to modify the administrative rule for the maximum
number of children cared for by Level I certified day care providers to allow these providers to
care for a total of six unrelated children under the age of seven. This motion would retain the
limit that Level I certified child care providers could not have more than six children 1n care,
exclusive of the provider's natural, adopted or foster children 7 years of age or older. In
addition, this motion would modify the statutory restriction that requires a child care provider to
be licensed under the state if care is provided to 4 or more children under the age of 7 by adding
an exception for Level I certified child care providers that would allow these providers to care
for up to 6 unrelated children under the age of 7 without being licensed under the state.

Motion #5039
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Senator Jauch

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Threshold For Requirement to be Licensed for Child Care

Motion:

Move to modify the statutory threshold for requiring a child care provider to be licensed
by the state as a day care center to specify that state licensing would be required if the person

was caring for 5 or more children under the age of 7.

Note:

Under current law, no person may for compensation provide care and supervision for 4 or
more children under the age of 7 for less than 24 hours a day unless that person obtains a license
to operate a day center from the Department of Health and Family Services. This motion would
reduce this restriction to specify that state licensure would be required only if the person was

providing compensated care to 5 or more children under the age of 7.
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Representative Coggs

WORKFORCE DEVELOPMENT -- ECONOMIC SUPPORT AND CHILD CARE

Twenty-Hour Minimum Training for Certified Child Care Providers

Motion:

Move to require certified family child care providers to receive a minimum of 20 hours of
training in child development and safety, beginning October 1, 1997. In addition, require the
Department of Workforce Development to require recipients of child care start-up grants and
child care quality improvement grants to have a minimum of 20 hours of training in child
development and safety. Specify that the employes of the grant recipients who provide care and
supervision for children would be included in this 20-hour training requirement. '

Note:

1995 Wisconsin Act 289 modified the regulation and certification of child care providers
to: (a) create a classification of certified providers, termed provisional, subject to lesser
regulation than prior law certified providers; (b) define prior law certified family day care
providers as "Level I" and newly-created certified provisional providers as "Level II"; (c) limit
the maximum reimbursement rate for a Level I provider to 75% of the maximum rate for licensed
family care, and for a Level II provider to 50% of the maximum rate for licensed family care;
(d) specify that a provider who is a relative of all of the children for whom day care is provided
would not be eligible to be certified as a Level I provider; and (e) in establishing requirements
for certification for Level 11, or certified provisional, providers, prohibit the Department of Health
and Family Services from including a requirement for provider training.

This motion would impose a minimum 20-hour training requirement for Level I and Level
II certified family child care providers, recipients of child care start-up grants and quality
improvement grants and grant recipient employes who provide care and supervision for children.
Currently, Level I certified providers are required to receive a minimum of 15 hours, while Level
Il certified providers are not subject to a training requirement. Currently, statutory provisions
relating to the award of child care stari-up and quality improvement grants do not specify any
training requirements for grant recipients and their employes.

Motion #7005 {over)



The addition of a training requirement to Level II providers may cause more Level 11
providers to become Level ] providers resulting in an increase for W-2 child care costs. If all
Level T providers become Level 1, W-2 child costs would increase $2.4 million annually.
However, Level 1I providers who only cared for relatives, could not become a Level I provider.
This change is estimated to increase W-2 child care costs by $1.3 million in 1997-98 and $1.6
million in 1998-99. The provisions of this motion are contained in Senate Bill 163.

[Change to Base: $2,900,000 All Funds]
[Change to Bill: 32,900,000 All Funds]
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Paper #975 1997-99 Budget June 4, 1997
M

To: Joint Committee on Finance

From: Bob Lang, Director
Legislative Fiscal Bureau

ISSUE

Minor Policy and Technical Changes -- W-2 Child Care Eligibility (Workforce
Development -- Economic Support and Child Care)

GOVERNOR

Expand eligibility for W-2 child care to include minor parents that are not subject to the
Learnfare school attendance requirements (minor parents in low-income families without a
participant in a W-2 employment position) if child care is needed to obtain a high school diploma
or participate in an approved course of study for obtaining a high school equivalency declaration.
In addition to the general requirements for W-2 child care eligibility, the minor parent would
have to reside with a custodial parent or with a kinship care relative, or be in a foster home,
treatment foster home, a group home or an independent living arrangement supervised by an

adult.

MODIFICATION

Instead of "minor parents” specify that the provision outlined above would apply to
parents under the age of 20. In addition, specify that an individual who meets the other
eligibility requirements for W-2 child care could receive child care assistance in order to
participate in job search or work experience components of the food stamp employment and

training (FSET) program.

Explanation: The bill provision would apply to "minor parents.” Although
"minor parent” is not defined in the statutory language, a minor parent would probably
be someone less than 18 years old. Thus, parents who are age 18 or older would not be
eligible for W-2 child care for obtaining a high school degree. The modification would
allow 18- and 19-year-old parents to be eligible for child care in order to attend high
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school. This would correspond to the current low-income child care program. The
administration indicates that its intent was to include 18- and 19-year-old parents under

this provision.

The modification would also make W-2 child care available for participation in
job search or work experience components of the FSET program. Without this change,
there would be no funding stream for FSET child care under the bill.

Prepared by: Rob Reinhardt
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